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QUESTION 1

i. Explain the assumptions of OLS method.				( 5 Marks)
ii. Enumerate the solutions to the problem of Multicollinearity.	( 5 Marks)
iii. Explain the meaning of DUMMY variable and why it is important in regression analysis.							 ( 5 Marks)
iv. If ) but someone estimates a simple linear for each independent variable identify the problem and explain the consequence.  										( 5 Marks)
v. Enumerate the characteristics of OLS estimates and explain why only one cannot suffice.								( 5 Marks)

QUESTION 2

The following cross sectional data was presented for regression analysis using OLS method. However the supervisor doubts the authenticity due to suspected econometric problem.
	Y
	11
	9
	6
	13
	11
	12
	13
	14
	9
	6
	8
	11
	10
	9
	8
	12
	13
	10
	10
	9
	11
	12

	X
	3
	5
	4
	6
	2
	9
	4
	4
	5
	4
	3
	5
	4
	5
	2
	6
	3
	5
	3
	3
	6
	5




Required:
i. Test for the existence of the possible problem.		(10 Marks)
ii. The consequences of the problem.				(5 Marks)

QUESTION 3
If the dependent variable Y is theorized to be influenced by X and Gen, and that data collected is presented as follows: 

	Y
	40
	55
	40
	84
	128
	124
	97
	131
	77
	46

	X
	2
	1
	7
	18
	24
	27
	36
	61
	84
	91

	Gen
	Female
	Male
	Female
	Male
	Male
	Female
	Female
	Male
	Male
	Female



Required: 
i. The linear regression coefficients.				(8 Marks)
ii. Proportion of the dependent variable explained by X and Gen.	 											(2 Marks)
iii. Interpretation of the coefficients.					(3 Marks)
iv. The expression of Y if the dummy variable is assumed to affect the slope.										(2 Marks)
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QUESTION 4

Time Series data is given as follow and ɖ = 0.6. (Where d is Durbin-Watson statistic)

	Yt
	6
	7
	9
	14
	20
	21
	26
	30
	36
	38

	Xt
	15
	12
	11
	9
	6
	4
	2
	1
	3
	4



Required:
i. Confirmation of the presence/absence of autocorrelation.	 											(5 Marks)
ii. The coefficients of linear regression.				(10 Marks)


QUESTION 5
For a given medical course it is alleged that there is need for one to pass in mathematics and biology in order to be admitted. Data on performance of ten students randomly chosen is given as follows:
	Med
	70
	68
	53
	60
	72
	80
	70
	45
	50
	61

	MATHS
	40
	44
	45
	50
	40
	80
	60
	60
	50
	58

	BIOLOGY
	80
	72
	45
	60
	79
	82
	80
	47
	40
	50



Required:
i. Whether or not the two mathematics and/or Biology should still be considered as prerequisites for the medical course.		(15 Marks)
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